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DATE:  July 25,2012 M,i
RE: PROPOSED RULEMAKING CONCERNING THE PROCESSING OF

COOPERATIVE UTILITY RATE CASES (DOCKET NO. RU-00000A-12-

0270)

On June 21, 2012, Staff of the Utilities Division (“Staff”) of the Arizona Corporation
Commission (“Commission”) docketed a memorandum requesting to have a docket opened for
the purpose of amending the Arizona Administrative Code (“A.A.C.”) Rules for Fixed Utilities
governing the processing of rate cases for cooperative utilities. As a result, this docket was
opened.

On June 25, 2012, Staff filed its initial draft of proposed rules for comment. The
proposed rules would amend A.A.C. R14-2-103 and add A.A.C. R14-2-107 to permit an
alternative rate processing procedure for cooperative utilities meeting certain conditional
requirements.

Written comments were received from Arizona Electric Power Cooperative, Inc. and
Southwest Transmission Cooperative, Inc.; Columbus Electric Cooperative, Inc.; Community
Water Company of Green Valley; Dixie Escalante Rural Electric Association, Inc.; Duncan
Valley Electric Cooperative, Inc.; Garkane Energy Cooperative, Inc.; Graham County Electric
Cooperative, Inc. and Graham County Utilities, Inc.; Grand Canyon State Electric Cooperative
Association, Inc. filing on behalf of various cooperatives; Mohave Electric Cooperative, Inc.;
Navopache Electric Cooperative, Inc.; Sulphur Springs Valley Electric Cooperative, Inc.; and
Trico Electric Cooperative, Inc.

Some of the comments were discussed at the Commission's Open Meeting held on July
19, 2012, and have been incorporated in the proposed rules.

Staff recommends that the Commission direct Staff to file, by August 17, 2012, with the
office of the Secretary of State, for publication in the Arizona Administrative Register no later
than September 7, 2012, (1) a Notice of Rulemaking Docket Opening and (2) a Notice of
proposed Rulemaking. :

Based on consultation with the Hearing Division, Staff further recommends that the
Commission direct the Hearing Division to hold oral proceedings to receive public comment on
the Notice of Proposed Rulemaking on October 18, 2012, at 10:00 a.m. or as soon as practicable
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thereafter, in Room 222 at the Commission's offices in Tucson, Arizona and on October 19,
2012, at 10:00 a.m. or as soon as practicable thereafter, in Hearing Room No. 1 at the
Commission's offices in Phoenix, Arizona.

Staff further recommends that interested parties be requested to provide comments
concerning the Notice of proposed Rulemaking by filing written comments with the
Commission's Docket Control by October 9, 2012, and be permitted to provide oral comments at
the proceedings to be held on October 18 and 19, 2012. ’

Staff recommends that the Commission establish additional procedural deadlines and
requirements as may be necessary consistent with the Administrative Procedures Act and prior
Commission rulemaking procedures.

Steven M. Olea
Director
Utilities Division

SMO;:BEK :sms\CHH

ORIGINATOR: Barbara Keene
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BEFORE THE ARIZONA CORPORATION COMMISSION

GARY PIERCE
Chairman

BOB STUMP
Commissioner

SANDRA D. KENNEDY
Commissioner

PAUL NEWMAN
Commissioner

BRENDA BURNS
Commissioner

IN THE MATTER OF THE PROPOSED DOCKET NO. RU-00000A-12-0270
RULEMAKING CONCERNING THE
PROCESSING OF COOPERATIVE

UTILITY RATE CASES. DECISION NO.

ORDER

Open Meeting
August 9, 2012
Phoenix, Arizona
BY THE COMMISSION:
FINDINGS OF FACT

1. On June 21, 2012, Staff of the Utilities Division (“Staff”) of the Arizona
Corporation Commission (“Commission”) docketed a memorandum requesting to have a docket
opened for purpose of amending the Arizona Administrative Code (“A.A.C.”) Rules for Fixed
Utilities governing the processing of rate cases for cooperative utilities. As a result, this docket
was opened.

2. On June 25, 2012, Staff filed its initial draft of proposed rules for comment. The
proposed rul-es would amend A.A.C. R14-2-103 and add A.A.C. R14-2-107 to permit an
alternative rate processing procedure for cooperative utilities meeting certain conditional
requirements.

3. Written comments were received from Arizona Electric Po§ver Cooperative, Inc.
and Sbuthwest Transmission Cooperative, Inc.; Columbus Electric Cooperative, Inc.; Community

Water Company of Green Valley; Dixie Escalante Rural Electric Association, Inc.; Duncan Valley

Electric Cooperative, Inc.; Garkane Energy Cooperative, Inc.; Graham County Electric
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Cooperative, Inc. and Graham Coun.ty-Utilities, Inc.; Grand Canyon State Electric Cooperative
Association, Inc. filing on behalf of various cooperatives;' Mohave Elei:t’ri-c CooperatiVe, Incf;
Navopache Electric‘ Cooperative, Inc.; Sulphur Springs Valley Electric Cooperative, Inc.; and
Trico Electric Cooperative, Inc.

4, Sonie of the comments were discussed at the Commission's Open Meeting held on
July 19, 2012, and have been incorporated in the proposed rules. | |

5. Staff has recommended that the Commission direct Staff to file, by August 17,
2012, with the office of the Secretary of State, for publication in the Arizorna Administrative
Register no later than September 7, 2012, (1) a Notice of Rulemaking Docket Opening and (2) a
thice of proposed Rulemaking.

6. Based on consultation with the Hearing Division, Staff has further recommended
that the Commission direct the Hearing Division to hold oral proceedings to receive public
comment on the Notice of Proposed Rulemaking on October 18, 2012, at 10:00 a.m. or as soon as
practicable thereafter, in Room 222 at the Commission's offices in Tucson, Arizona and on
October 19, 2012, at 10:00 a.m. or as soon as practicable thereafter, in Hearing Room No. 1 at the
Commission's offices in Phoenix, Arizona. |

7. Staff has further recommended that interested parties be requested to provide
comments concerning the Notice of proposed Rulemaking by filing written comments with the
Commission's Docket Control by October 9, 2012, and be permitted to provide oral comments at
the proceedings to be held on October 18.and 19, 2012.

8. Staff has further recommended that the Commission establish additional procedural
deadlines and requirements as may be necessary consistent with the Administrative Procedures Act

and prior Commission rulemaking procedures.

! Arizona Electric Power Cooperative, Inc.; Southwest Transmission Cooperative, Inc.; Duncan Valley Electric

Cooperative, Inc.; Graham County Electric Cooperative, Inc.; Graham County Utilities; Mohave Electric
Cooperative, Inc.; Navopache Electric Cooperative, Inc.; Trico Electric Cooperative, Inc.; and Sulphur Springs
Valley Electric Cooperative, Inc.

Decision No.
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CONCLUSIONS OF LAW

1. Pursuant to Article XV of the Arizona Constitution and A.R.S. Title 40 generally,
the Commission has jurisdiction over the matters raised herein. |
2. It is in the public interest to adopt Staff’s recommendations.
ORDER
. IT IS THEREFORE ORDERED that the Utilities Division shall prepare and file, by
August 17, 2012, with the office of the Secretary of State, for publication in the Arizona
Administrative Register no later than September 7, 2012, (1) a Notice of Rulemaking Docket

Opening and (2) a Notice of Proposed Rulemaking that includes the text of the rules as included in

| Exhibit A, attached hereto and incorporated herein by reference.

IT IS FURTHER ORDERED that the Hearing Division hold oral proceedings to receive
public comment on the Notice of Proposed Rulemaking on October 18, 2012, at 10:00 a.m. or as
soon as practicable thereafter, in Room 222 at the Commission's offices in Tucson, Arizona and on
October 19, 2012, at 10:00 a.m. or as soon as practicable thereafter, in Hearing Room No. 1 at the
Commission's offices in Phoenix, Arizona.

IT IS FURTHER ORDERED that interested parties are requesied to provide comments
concerning the Notice of Proposed Rulemaking by filing written commenis with the Commission’s
Docket Control by October 9, 2012; and are permitted to provide oral comments at the proceedings
to be held on October 18 and 19, 2012. |

IT IS FURTHER ORDERED that the Utilities Division shall ensure that the Preamble to
the Notice of Proposed Rulemaking conforms with the requirements of A.R.S. § 41-1001(14) and
provides notice of the date, time, and location of the oral proceedings required hereiﬁ.

IT IS FURTHER ORDERED that the Utilities Division shall ensure that the Preamble to
the Notice of Proposed Rulemaking states that (1) written comments on the Notice of Proposed
Rulemaking should include a reference to Docket No. RU-00000A-12-0270; (2) written comments
should be filed with the Commission’s Docket Control by October 9, 2012; and (3) oral comments _

may be provided at the proceedings to be held on October 18 and 19, 2012.

Decision No.
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IT IS FURTHER ORDERED that the Utilities Division shall ensure that any written
comments filed with the Utilities Division rather than the Commission’s Docket Control are filed
with the Commission’s Docket Control.

IT IS FURTHER ORDERED that the Utilities Division shall, by September 7, 2012, file
with the Commission’s Docket Control an Economic, Small Business, and Consumer Impact
Statement that addresses the economic impacts of the recommended changes to the rules as
included in Exhibit A and conforms to the requirements of A.R.S. § 41-1057(2). |

IT IS FURTHER ORDERED that the Utilities Division shall, on or before October 15,
2012, file with the Commission’s Docket Control a document including (1) a summary of any
written comments filed by interested persons between the effective date of this Order and October

9, 2012, and (2) the Utilities Division’s responses to those comments.

Decision No. _
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GARY PIERCE
Chairman

BOB STUMP
Commissioner

SANDRA D. KENNEDY
Commissioner

PAUL NEWMAN
Commissioner

BRENDA BURNS
Commissioner .

IN THE MATTER OF THE PROPOSED DOCKET NO. RU-00000A-12-0270
RULEMAKING CONCERNING THE
PROCESSING OF COOPERATIVE

UTILITY RATE CASES. DECISION NO.

ORDER

Open Meeting

August 9, 2012

Phoenix, Arizona

BY THE COMMISSION:

FINDINGS OF FACT

1. On June 21, 2012, Staff of the Utilities Division (“Staff”) of the Arizona
Corporation Commission (“Commission”) docketed a memorandum requesting to have a docket
opened for purpose of amending the Arizona Administrative Code (“A.A.C.”) Rules for Fixed
Utilities governing the processing of rate cases for cooperative utilities. As a result, this docket
was opened.

2. On June 25, 2012, Staff filed its initial draft of proposed rules for comment. The
proposed rules would amend A.A.C. R14-2-103 and add A.A.C. R14-2-107 to permit an
alternative rate processing procedure for cooperative utilities meeting certain conditional
requirements.

3. Written comments were received from Arizona Electric Pdwer Cooperative, Inc.
and Sbuthwest Transmission Cooperative, Inc.; Columbus Electric Cooperative, Inc.; Community
Water Company of Green Valley; Dixie Escalante Rural Electric Association, Inc.; Duncan Valley

Electric Cooperative, Inc.; Garkane Energy Cooperative, Inc.; Graham County Electric
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Cooperative, Inc. and Graham Couniy-Utilities, Inc.; Grand Canyon State Electric Cooperative

Association, Inc. filing on behalf of various cooperatives;' Mohave Electric Cooperative, Inc;

I Navopache Electric Cooperative, Inc.; Sulphur Springs Valley Electric Cooperative, Inc.; and

Trico Electric Cooperative, Inc.

4. Sorrie of the comments were discussed at the Cominission's Open Meeting held on
July 19, 2012, and have been incorporated in the proposed rules. |

5. Staff has recommended that the Commission direct Staff to file, by August 17,
2012, with the office of the Secretary of State, for publication in the Arizona Administrative
Register no later than September 7, 2012, (1) a Notice of Rulemakiné Docket Opening and (2) a
Notice of proposed Rulemaking.

6. Based on consultation with the Hearing,Division; Staff has further recommended

{|that the Commission direct the Hearing Division to hold oral proceedings to receive public

comment on the Notice of Proposed Rulemaking on October 18,2012, at 10:00 a.m. or as soon as
practicable thereafter, in Room 222 at the Commission's offices in Tucson, Arizona and on
October 19, 2012, at 10:00 a.m. or as soon as practicable thereafter, in Hearing Room No. 1 at the
Commission's offices in Phoenix, Arizona. v |

7. Staff has further recommended that interested parties be requested to provide
comments concerning the Notice of proposed Rulemaking by filing written comments with the
Commission's Docket Control by October 9, 2012, and be permitted to provide 'orél comments at
the proceedings to be held on October 18.and 19, 2012.

8. . Staff has further recommended that the Commission establish additional procedural
deadlines and requirements as may be necessary consistent with the Administrative Procedures Act

and prior Commission rulemaking procedures.

' Arizona Electric Power Cooperative, Inc.; Southwest Transmission Cooperative, Inc.; Duncan Valley Electric

Cooperative, Inc.; Graham County Electric Cooperative, Inc.; Graham County Utilities; Mohave Electric
Cooperative, Inc.; Navopache Electric Cooperative, Inc.; Trico Electric Cooperative, Inc.; and Sulphur Springs
Valley Electric Cooperative, Inc.

Decision No.
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CONCLUSIONS OF LAW

1. Pursuant to Article XV of the Arizona Constitution and A.R.S. Title 49 gen_erallyg,
the Commission has jurisdiction over the matters raised herein. |
2. It is in the public interest to adopt Staff’s recommendations.
| ORDER
IT IS THEREFORE ORDERED that the Utilities Division shall prepare and file, by
August 17, 2012, with the office of the Secretary of State, for publication in the Arizona
Administrative Register no later than September 7, 2012, (1) a Notice of Rulemaking Docket

Opening and (2) a Notice of Proposed Rulemaking that includes the text of the rules as included in

|| Exhibit A, attached hereto and incorporated herein by reference.

IT IS FURTHER ORDERED that the Hearing Division hold oral proceedings to receive
public comment on the Notice of Proposed Rulemaking on October 18, 2012, at 10:00 a.m. or as
soon as practicable thereafter, in Room 222 at the Commiésion's offices in Tucson, Arizona and on
October 19, 2012, at 10:00 a.m. or as soon as practicable thereafter, in Hearing Room No. 1 at the
Commission's offices in Phoenix, Arizona.

IT IS FURTHER ORDERED that interested parties are requested to provide comments
concerning the Notice of Proposed Rulemaking by filing written commenis with the Commission’s
Docket Control by October 9, 2012; and are permitted to provide oral comments at the proceedings
to be held on October 18 and 19, 2012.

IT IS FURTHER ORDERED that the Utilities Division shall ensure that the Preamble to
the Notice of Proposed Rulemaking conforms with the requirements of A.R.S. § 41-1001(14) and
provides notice of the date, time, and location of the oral proceedings required herein.

IT IS FURTHER ORDERED that the Utilities Division shall ensure that the Preamble to
the Notice of Proposed Rulemaking states that (1) written comments on the Notice of Proposed
Rulemaking should include a reference to Docket No. RU-00000A-12-0270; (2) written comments

should be filed with the Commission’s Docket Control by October 9, 2012; and (3) oral comments

Il may be provided at the proceedings to be held on October 18 and 19, 2012.

Decision No.
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IT IS FURTHER ORDERED that the Utilities Division shall ensure that any written

‘ éomments filed with the Utilities Division rather than the Commission’s Docket Control are filed

with the Commission’s Docket Control. |

IT IS FURTHER ORDERED that the Utilities Division shall, by September 7', 2012, file
with the Commission’s Docket Control an Economic, Small Business, and Consumer Impact
Statement that addresses the economic impacts of the recommended changes to the rules as
included in Exhibit A and conforms to the requirements of AR.S. § 41-1057(2).

IT IS FURTHER ORDERED that the Utilities Division shall, on or before October 15,
2012, file with the Commission’s Docket Control a document including (1) a summary of any
written comments filed by interested persons between the effective date of this Order and October

9, 2012, and (2) the Utilities Division’s responses to those comments.

Decision No.
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IT IS FURTHER. ORDERED that the -Utilities Division shall, by November 13, 2012, file
with the Commission’s Docket Control a- document including (1) a summary of all written
comments filed by interested persons after October 9, 2012, and oral comments received at the oral
proceedings in this matter; (2) the Utilities Division's responses to those comments; and (3) a
revised Economic, Small Business, and Consumer Impact Statement or a memorandum explaining
why no revision of the prior filed Economic, Small Business, and Consumer Impact Statement is
necessary.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

CHAIRMAN COMMISSIONER

COMMISSIONER - COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, 1, ERNEST G. JOHNSON,
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2012.

ERNEST G. JOHNSON
EXECUTIVE DIRECTOR

DISSENT:

DISSENT:

SMO:BEK :sms\CHH
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Mr. Creden W. Huber

Sulphur Springs Valley Electric Cooperative,
Inc.

350 North Haskell

Willcox, Arizona 85643

Mr. Vincent Nitido

Trico Electric Cooperative, Inc.
P.0. Box 930

Marana, Arizona 85653-0930

Mr. Patrick F. Ledger

Arizona Electric Power Cooperative, Inc.
Southwest Transmission Cooperative, Inc.
P.O. Box 2165

Benson, Arizona 85602

Mr. John V. Wallace

Grand Canyon State Electric Cooperative
Association, Inc.

2210 S. Priest Drive

Tempe, Arizona 85282-1109

Mr. C. Webb Crockett
Fennemore Craig

3003 N. Central Ave., Suite 2600
Phoenix, Arizona 85012-2913

Chris Martinez

Columbus Electric Cooperative, Inc.
P.O. Box 631

Deming, New Mexico 88031

LaDel Laub

Dixie-Escalante Rural Electric Assn., Inc.
HC 76 Box 95

Beryl, Utah 84714-5197

Mr. Michael Pearce

Duncan Valley Electric Cooperative, Inc.
P.O. Box 440

Duncan, Arizona 85534-0440

Mr. Carl R. Albrecht

Garkane Energy Cooperative, Inc.
P.O. Box 465

Loa, Utah 84747

Mr. Steve Lines

Graham County Electric Cooperative, Inc.
Graham County Utilities, Inc.

P.O. Drawer B

Pima, Arizona 85543

Mr. J. Tyler Carlson

Mohave Electric Cooperative, Inc.
P.O. Box 1045

Bullhead City, Arizona 86430

~ Mr. Charles R. Moore
Navopache Electric Cooperative, Inc.

1878 W. White Mountain Blvd.
Lakeside, Arizona 85929

Mr. Michael Patten

Mr. Jason D. Gellman

Roshka, DeWulf & Patten PLC
One Arizona Center

400 E. Van Buren Street, Suite 800
Phoenix, Arizona 85004

Mr. Michael A. Curtis

Mr. William P. Sullivan

Curtis, Goodwin, Sullivan, Udall & Schwab
PLC

501 E. Thomas Road

Phoenix, Arizona 85012-3205

Mr. Michael M. Grant
Gallagher & Kennedy PA
2575 E. Camelback Road
Phoenix, Arizona 85016-9225

Decision No.
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Mr. Jeffrey W. Crockett

Brownstein, Hyatt, Farber & Schreck
1 E. Washington Street, Suite 2400
Phoenix, Arizona 85004-0001

Mr. Russell E. Jones

Waterfall, Economidis, Caldwell, Hanshaw
& Villamana PC

5210 E. Williams Circle, Suite 800

Tucson Arizona 85711-7497

Mr. Charles C. Kretek

Kretek Law Office, LLC

Post Office Box 2641

Deming, New Mexico 88031-2641

Docket No. RU-000600A-12-0270

Mr. Steven Olea

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ms. Janice M. Alward

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Decision No. __
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ATTACHMENT A

Decision No. _
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION

FIXED UTILITIES
ARTICLE 1. GENERAL PROVISIONS
Section
R14-2-103. Defining Filing Requiréments in Support of a Request by a Public Service Corporation
Doing Business in Arizona for a Determination of the Value of Property of the
| Corporation and of the Rate of Return Thereon, or in Support of Proposed Increased
Rates or Charges

R14-2-107. Electric or Natural Gas Cooperative Alternative Rate Application Filing Requirements

and Process

1 Decision No.
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_ ARTICLE 1. GENERAL PROVISIONS

R14-2-103. Defining Filing Requirements in Support of a Request by a Public Service
Corporation Doing Business in Arizona for a Determination of the Value of Property of the
Corporation and of the Rate of Return Thereon, or in Support of Proposed Increased Rates or
Charges |
A. Purpose and definitions

1. No change

2. No change

3. No change

a. No change
b. No change
C. No change
d. No change
€. No change
f. No change
g. “Filing” -- An applic_ation and required schedules, exhibits or other documents

filed by a public service corporation to initiate any rate proceeding enumerated-in-
subsection-(AJXH under this Section. For all Class A and B utilities and for Class
C electric and gas utilities, the filing shall include direct testimony in support of

the application. For Class C water, sewer, and telephone utilities and for all Class
D and E utilities, the filing shall include a written description of the components
of the application. Nothing in this Section shall be construed to prohibit a public
service corporation, prior to making a filing, from giving the Commission
informal pre-filing notice of its intent to make a filing. Such pre-filing notice
would permit the Commission, on a tentative basis, to assign a hearing date and
would permit agreement on an appropriate test year.

h. No change

1. No change-

]- No change

k. No change
 No change
m. No change

2 Decision No.
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n. No change

e

No change
p. No change
q

No change
I. No change
Filing requirements:

L.

Information required from Class A, B, C and D utilities except-for-eleetric-distribution-

hooa 1 .o an arnan ae ol

: The information

required to be prepared and submitted by Class A, B, C and D Utilities in conjunction
with a filing is presented below. Corresponding schedule formats are contained in the
Appendix of this General Order and denoted. These formats are not applicable to Class E
utilities. The Appendix schedule formats A-1 through A-5 are a part of this General
Order, and the Applicant’s schedules should conform to these formats. All other
Appendix schedule formats and descriptions are illustrative and the applicant’s specific
formats may vary from that suggested in the Appendix. The substantive information
requested, both on the Appendix schedule and in the body of this General Order,
however, must be contained on the applicant’s schedules together with the titles and
schedule numbers provided in the Appendix. Specific information items requested on the
Appendix schedules may be omitted without formal waiver, from the filing where it is
evident that said items are not applicable to the applicant’s business. The instructions and
notes contained on the Appendix schedules shall be followed where applicable.
Reconstruction Cost New Depreciated information not filed by the applicant shall be

deemed waived.

Filing Appendix Schedule
Information Required by Reference(s)
A.  Summary Information:
1. A summary of the increase in revenue requirements and the spread of the revenue All classes A-1
increase by customer classification.
2. A summary of the results of operations for the test year and for the test year and the 2 All classes A2
fiscal years ended prior to the end of the test year, compared with the projected year.
3 Asummary of the capital structure for the test year and the 2 fiscal years ended prior to Classes A & B A-3
the end of the test year, compared with the projected year.
4.  Construction expenditures and gross utility plant in service for the test year and the 2 All classes A-4

fiscal years ended prior to the end of the test year, compared with the projected year.

3 Dectsion No.




5. A summary of changes in financial position for the test year and the 2 fiscal years ended
prior to the end of the test year, compared with the projected year.

Rate Base Information:
1. A schedule showing the elements of original cost and RCND rate bases.

2. A schedule listing pro forma adjustments to gross plant in service and accumulated

depreciation for the original cost rate base.

3. A schedule showing pro forma adjustments to gross plant in service and accumulated
depreciation for the RCND rate base.

4. A schedule demonstrating the determination of reproduction cost new less depreciation at
the end of the test period.

5. A schedule showing the computation of working capital allowance.

Test Year Income Statements:

1. A test year income statement, with pro form adjustments.

2. A scheduie showing the detail of all pro forma adjustments.

3. A schedule showing the incremental taxes and other expenses on gross revenues and the
computation of an incremental gross revenue conversion factor.

Cost of Capital Information:

1. A schedule summarizing the elements in the capital structure at the end of the test year
and the projected year, their related costs and the computation of the total cost of capital.

2. A schedule showing the detail of long-term and short-term debt at the end of the test year
and the projected year and their total cost.

3. A schedule showing the detail of preferred stock at the end of the test year and the
projected year, and their total cost.

4. A schedule summarizing conclusions of the required return on the common equity as of
the end of the test year and the projected year.

Financial Statements and Statistical Data:

1. Comparative balance sheets for the end of the test year and the 2 fiscal years ended prior
to the end of the test year.

2. . Comparative income statements for the test year and the 2 fiscal years ended prior to the
end of the test year.

3. Comparative statements of changes in financial position for the test year and the 2 fiscal
years ended prior to the end of the test year.

4.  Statements of changes in stockholder’s equity for the test year and the 2 fiscal years
ended prior to the end of the test year.

5. A comparative schedule showing by detail account number, utility plant balances at the
end of the test year and the end of prior fiscal year.

6. Comparative departmental statements of operating income for the test year and the 2
fiscal years ended prior to the end of the test year.

7.  Comparative operating statistics on customers, consumption, revenues, and expenses for
the test year and the 2 fiscal years ended prior to the end of the test year.

8. A comparative schedule of all significant taxes charged to operations for the test year and

the 2 fiscal years ended prior to the end of the test year.

Docket No. RU-00000A-12-0270

Classes A& B

All classes

All classes

All classes

All classes

All classes

All classes
All classes

Al classes

All classes

Classes A& B

Classes A& B

Classes A & B

All classes

All classes

Classgs A&B

Classes A & B

All classes

All classes of

combination utilities

All classes

All classes

except Class D

Decision No.

A-5

B-1
B-2

B4

B-5

C1

C-2
C-3

D-2

D-3

D-4

E-1

E-2

E-4

E-5

E-6
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9. Audited financial statements, if available, for the test year and the 2 fiscal years ended : All classes E-9
prior to the end of the test year. If the financial statements have not been audited, notes to
the financial statements should be provided to indicate accounting method, depreciation

lives and methods, income tax treatment and other important disclosures.
Projections and Forecasts:

1. A projected income statement for the projected year compared with actual test year All classes F-1

results, at present rates and proposed rates.

2. Projected changes in financial position for the projected year compared with the test year, Classes A& B F-1
at present rates and proposed rates.

3. Projected annual construction requirements; by property classification, for 1 to 3 years Classes A& B F-3
subsequent to the test year, compared with the test year 3 years
‘ClassesC & D
1 year
4.  Important assumptioqs used in preparing forecasts and projections. All classes F4

Cost of Service Information

A utility shall submit cost of service analyses and studies if all of the folloyving conditions prevail:

1. The utility is in a segment of the utility industry that recognizes costrof service studies as important tools for rate design.
2. Costs incurred by the utility are likely to vary significantly from 1 defined segment of customers to another.

A historical accounting period other than the test year may be used for cost of service purposes provided that customer mix in the historical period used

is representative of the test year. When a cost of service analysis is required, the following information shall be submitted:

1. Schedule showing rates of return by customer classification at present and proposed rates.  Classes A, B and C G-1

if applicable G-2

2. Schedules showing the approach used in allocating or assigning plant and expenses to Classes A,Band C G-3

classes of service and defined functions. if applicable G4

G-5

) G-6

3. Schedules showing the development of all allocation factors used in the all allocation Classes A,Band C G-7
factors used in the cost of service study. _ if applicable

Effect of Proposed Rate Scheduies:

1. A comparison of revenues by customer classification or other classification of revenues All classes H-1
for the test year, at present and proposed rates.

2. A comparison of revenues by class of service and by rate schedule for the test year, at Classes A& B H-2
present and proposed rates.

3. A comparison of present and proposed rate schedules or representative rate schedules. Class A H-3

representative schedules;

Classes B, Cand D -
all schedules
4.  Typical bill analysis All classes H-4
5. Bill count ' All classes H-5

2. No change

= A cooperative, as defined in
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R14:2-107. may initiate a rate proceeding by preparing and submitting a filing under this

Section or. if eligible. by following the requirements of R14-2-107.
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i No change
il No change
v No change
v No change
No change

d No change
1 No change
il No change
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v. No change

€. No change
i. No change
ii. No change
f. No change

g No change
h. No change

Appendix No change
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R14-2-107.__ Electric or Natural Gas Cooperative Alternative Rate Application Filing

Requirements and Process

A. Definitions. In this Sectibn, unless otherwise specified:

1. “Base revenue” means the revenue generated by permanent rates and charges. excluding:

a. Revenue generated through adjustor mechanisms. and

b. Revenue generated through miscellaneous service charges.

2. “CFC” means the National Rural Utilities Cooperative Finance Corporation.

3. “Commission” means the Arizona Corporation Commission.
4. “Cooperative” means a legal entity that is:

a. A domestic corporation or a foreign corporation authorized to transact business in

this state:

b. Operated as a not-for-profit or non-profit;

Owned and controlled by its members; and

d. Operating as a public service corporation in this state by providing either electric

utility services or natural gas utility services.

5. “Docket Control” means the organizational unit within the Commission’s Hearing

Division that accepts, records, and maintains filings.

>

“FERC” means the Federal Energyv Regulatory Commission.

~

“File” means to submit to Docket Control. with the required number of copies and in an

acceptable format, for recording under an appropriate docket number.

8. “Full permanent rate case decision” means a Commission decision:

a. Issued on an application filed under R14-2-103 and not under this Section,

b. In which the Commission ascertained the fair value of a public service
corporation’s property within Arizona and established a schedule of rates and

charges for the public service corporation’s provision of utility services within

Arizona, and
C. Not issued under A.R.S. § 40-252.

9. “Non-price tariff change” means modification of one or more tariff provisions, either

through altering existing tariff language or adding new tariff language, in a manner that

substantively alters a requirement other than a rate or charge.

10. “Rate schedule” means a schedule of rates and conditions for a specific classification of

customer or for other specific services.
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11. “Rate structure change” means any of the following:
a. Introduction of a new rate schedule;
b. Elimination of an existing rate schedule;
c. A change in base revenue generated by any one rate class greater than 150% of

the overall base revenue increase;

d. A change greater than 25% in the customer charge within a rate schedule for

residential customers: or

e. A change in the rate blocks or the percentage relationship of the prices among rate

blocks.

12. “RUS” means United States Department of Agriculture, Rural Utilities Service.

13. “Staff” has the same meaning as in R14-2-103.

14. “Test year” means the one-vear historical period used in determining rate base, operating

income, and rate of return, which shall have an ending date within 9 months before the

filing date for a rate application under this Section and shall include at least six months

during which a cooperative’s current rates and charges were in effect.

15. “Timely” means in the manner and before the deadline prescribed in this Section.

Eligibility Requirements. A cooperative may file and pursue a rate application under this

Section rather than R14-2-103 if all of the following eligibility requirements are met:
1. The cooperative is classified as a Class A, B, or C utility under R14-2-103(A)3)q):

2. A full permanent rate case decision for the cooperative has been issued within the 180-

month period immediately preceding the filing of the cooperative’s rate application:

3. The cooperative has not filed a rate application under this Section within the 12 months

immediatelv preceding the filing of the cooperative’s rate application:

4. The cooperative’s rate application is the first. second, third. fourth, or fifth rate

application filed by the cooperative under this Section since its last full permanent rate

case decision was issued;

5. The cooperative is required by law or contract to make a certified annual financial and

statistical report to a federal agency. such as RUS or FERC, or an established national

non-profit lender that specializes in the utility industry, such as CFC or CoBank.

6. The test vear used in the cooperative’s rate application complies. without waiver. to the

" definition of a test year in subsection (A);
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7. The cooperative’s rate application includes audited financials for a period ending no more

than 9 months before the beginning of the test vear;

8. The cooperative’s rate application does not propose an increase in total base revenue

amounting to more than 6% of the actual test vear total base revenue;

9. The cooperative’s rate application uses its original cost rate base as its fair value rate

base;

10. The cooperative’s rate application proposes only a change in rates and charges and does

not propose any of the following:

a A change in an existing adjustor or surcharge mechanism:

b. Adoption of a new adjustor or surcharge mechanism, unless incorporating a

charge or charges otherwise previously approved by the Commission: or

C. Adoption of a new hook-up fee or another new type of fee:

11. The cooperative’s rate application does not propose a rate structure change or a non-price

tariff change;

12. The cooperative’s rate application does not request financing approval or other approvals

and does not request consolidation with another docket:

13. The customer notice provided by the cooperative conformed to the requirements of

subsection (D) and was approved by Staff:

14. For a distribution cooperative, the objections timely submitted by the cooperative’s

customers represent no more than 5% of all customer accounts or no more than 1.000

customer accounts, whichever is fewer: and

15. For a generation or transmission cooperative. no member distribution cooperative has

filed a timely obiection to the application. and the objections timely submitted by retail

customers served by member distribution cooperatives represent no more than 3.000

customer accounts.

Pre-Filing Requirements. Before filing a rate application under this Section, a cooperative shall:

1. Analvze the cooperative’s eligibility under subsection (B);

2. Submit to Staff, in both hard copy and electronic (with formulae intact) formats, a

Request for Pre-Filing Eligibility Review, which shall include a draft application

including the items and information described in subsections (E)(1) through (6). a copy of

the Proposed Form of Notice to be sent to the cooperative’s customers, and a Proposed

Form of Recommended Order:
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No sooner than 30 days after the date Staff receives the Request for Pre-Filing Eligibility

Review, meet with Staff to discuss the cooperative’s eligibility under subsection (B) and

any Staff modifications to the Proposed Form of Notice:

After meeting with Staff, if the cooperative decides to pursue a rate application under this

Section, file a Request for Docket Number and Proposed Form of Notice for Staff
approval; and

At least 20 days before filing a rate application under this Section. provide Notice of the

application, conforming to the requirements of subsection (D) and as approved by Staff,

as follows:

a. If a distribution cooperative, by sending the Notice, by First Class Mail, to each of
the cooperative’s customers; and

b. If a generation or transmission cooperative, by publishing the Notice in at Jeast

one newspaper of general circulation in the service territory of each member

distribution cooperative served and by sending the Notice, by First Class Mail, to

each member distribution cooperative served.

Notice Requirements. A cooperative shall ensure that the Notice sent as required under

subsection (C)(5) is in a form approved by Staff and that it includes, at a minimum, all of the

following:

1 The cooperative’s name and contact information;

2. The docket number assigned to the cooperative’s rate application proceeding:

3. A summary of the rate relief requested by the cooperative in its rate application:

4. For a distribution cooperative, the monthly bill impact to a residential customer with

average usage and to a residential customer with median usage if the requested rate relief

were granted by the Commission;

5. For a distribution cooperative, the monthly bill impact to a residential customer with
average usage and to a residential customer with median usage if the cooperative were
granted rate relief equal to a 6% increase of the actual test year total base revenue:

6. For a generation or transmission cooperative, the estimated rate and revenue impact to
each member distribution cooperative served if the requested rate relief were granted by
the Commission;

1. Instructions for viewing or obtaining filed docm’nehts;

8. Information regarding the Commission’s process under this Section;
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9. The deadline to file intervention requests and objections, which shall be a date no earlier

than 30 days after the date Notice is mailed to customers:

10. Instructions for requesting intervention and submitting objections: and

11. Information regarding disability accommodations.

Filing Requirements. No later than 50 days after completing the provision of Notice as required

by subsection (C)(5), a cooperative may file in the assigned docket a rate application under this

Section, which shall include the following:

1. The legal name of the cooperative and identification of the test vear:

2. A waiver of the use of reconstruction cost new rate base to determine the cooperative’s

fair value rate base;

3. A copy of the most recent certified annual financial and statistical report submitted by the

cooperative to a federal agency. such as RUS or FERC, or an established national non-

profit lender that specializes in the utility industry. such as CFC or CoBank:

4, A copy of audited financials for the cooperative. for a period ending no earlier than 9

months before the beginning of the test vear;

5. The information listed in the table in R14-2-103(B)(1) for Schedules A-1, A-4, and A-5,
which shall be submitted in the format provided in Appendix Schedules A-1, A-4, and A-
5:

6. The information listed in the table in R14-2-103(B)(1) for Schedules B-2, B-5. C-1, C-2
(if applicable), C-3 (if a taxable entity), D-2. E-1, E-2 (with the same year-ending date as

the test yvear and the same level of detail as shown for the test vear in Schedule C-1), E-5

through E-7, E-8 (if a taxable entity), E-9, F-1, F-2, F-3, F-4, and H-1 through H-5,

which:

a. Shall be included on schedules labeled consistently with and containing the

substantive information corresponding to the Appendix Schedules,

b. Shall conform to the instructions and notes contained on the corresponding

Appendix Schedules,

C. May be submitted in the format provided in the Appendix Schedules or formatted

in an alternate manner, and

d. May omit information that is not applicable to the cooperative’s operations;

7. A copy of the Notice sent and, if applicable, published, as required under subsection

(CX5); and
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8. Proof that the Notice was sent and. if applicable, published, as required under subsection

(C)(5), at least 20 days, and no more than 50 days, before the date the rate application is
filed. ’

F. Pre-Eligibility-Review Objections and Reguests. Any person desiring to object to the

cooperative’s rate application or to request intervention in the cooperative’s rate case shall file an

objection or request no later than the date specified in the Notice provided pursuant to subsection

(C)(3).

G. Late Objections. In determining the cooperative’s eligibility to proceed with its rate application
under this Section, Staff shall not consider any objection that is filed after the deadline in the

Notice provided pursuant to subsection (C)(5).

H. Eligibility and Sufficiency Review. Within 14 days after the deadline for objections and

intervention requests specified in the Notice provided pursuant to subsection (C)X5). Staff shall:

1. Review the cooperative’s rate application, along with any objections timely filed under

subsection (F), to determine whether the cooperative is eligible, under subsection (B), to

pursue its rate application under this Section;

2. File either a Notice of Eligibility or a Notice of Ineligibility:

3. If the cooperative is eligible. complete the following:

“a. _ Conduct a sufficiency review of the cooperative’s rate application:

b. Determine whether the rate application complies with the requirements of
subsection (E); and

C. File either a Notice of Sufficiency that classifies the cooperative as provided in

R14-2-103(A)(3)(q) or a Notice of Deficiency that lists and explains each defect

in the rate application that must be corrected to make the rate application

sufficient.

I Eligibility and Sufficiency Determinations. Staff’s determinations of eligibility, ineligibility,

sufficiency. and deficiency are final and are not Commission decisions or Commission orders
under A.R.S. §§ 40-252 and 40-253.
J. Request for Processing under R14-2-103. Within 30 days after a Notice of Ineligibility is filed, a

cooperative may file a Request for Processing under R14-2-103. If a cooperative files a Request

for Processing under R14-2-103, all further activity under this Section shall cease, and the

cooperative’s rate application shall be deemed a new rate application, filed under R14-2-103. on

the date the Request for Processing under R14-2-103 is filed.

14 Decision No.




Docket No. RU-00000A-12-0270

Docket Closure. If a Request for Processing under R14-2-103 is not filed within 30 days after a

Notice of Ineligibility is filed, the Hearing Division shall issue a procedural order

administratively closing the docket.

Action on Notice of Deficiency. After Staff files a Notice of Deficiency:

1. The cooperative shall promptly address each defect listed in the Notice of Deficiency and

file all necessary corrections and information to bring the rate application to sufficiencv;

and

2. Within 14 days after receiving the cooperative’s corrections and information, Staff shall
again take the actions described in subsections (H)(3) through (5).

Substantive Review and Staff Report. After Staff files a Notice of Sufficiency, Staff shall:

1. Conduct a substantive review of the rate application:

2. Prepare a Staff Report that shall include Staff’s recommendations and may include a

Request for Hearing that complies with subsection (O):

3. If including a Request for Hearing, file the Staff Report within the following number of

days after the Notice of Sufficiency is filed:
a. If the cooperative is a Class A utility, 100 dayvs:

b. If the cooperative is a Class B utility, 100 days: and

C. If the cooperative is a Class C utility, 75 days; and |

4, If not including a Request for Hearing. file the Staff Report and a Recommended Order

within the following number of days after the Notice of Sufficiency is filed:

a. If the cooperative is a Class A utility, 120 days:
b. If the cooperative is a Class B utility, 120 davs: and
c. If the cooperative is a Class C utility, 95 days.

Responses to Staff Report. Within 10 days after Staff files a Staff Report:

1. The cooperative shall file a Response to the Staff Report, which may include a Request

for Hearing that complies with subsection (O) or a Request for Withdrawal: and

2. Each intervenor shall file a Response to the Staff Report, which may include a Request

for Hearing that compliés with subsection (O).

Request for Hearing. A Request for Hearing shall include, at a minimum, an explanation of the

requesting party’s reasons for believing that an evidentiary hearing should be held; a summary of

each issue on which the party believes evidence should be provided: and a recitation of the
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witnesses and documentary evidence that the requesting party believes could be produced to

provide evidence on each issue.

P. Action on Request for Hearing. The Hearing Division shall rule on each Request for Hearing

and may require party responses, including oral argument, or other proceedings at its discretion

‘in considering a Request for Hearing. If a hearing is granted, the Hearing Division shall preside

over all further proceedings in the case.

Q. Action on Request for Withdrawal. The Hearing Division shall rule on each Request for

Withdrawal and may require party responses, including oral argument, or other proceedings at its

discretion in considering a Reguest for Withdrawal. If withdrawal is granted. the Hearing

Division shall issue a procedural order administratively closing the docket.

R. Requirement for Service. A party that files a document under this Section shall also serve a copy

of the document on each other party to the case, by a method conforming to the requirements of
A.A.C.R14-3-107(B) and (C).

S. Revenue Increase Cap. No Commission decision issued under this Section shall increase a

cooperative’s base revenue by more than 6% of the cooperative’s actual test vear total base

revenue.
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